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KEY ECONOMIC INDICATORS 


All values in million of U.S. dollars Exchange Rates:1982-DH 6.0 
1981-DH 5.2 
1980-DH 3.8 


98 1981 198 change 
ITEM (final) (final) (preliminary) 1981-1982 


GDP (current prices) 18,276 147,903 15,151 17.3 me 
GDP (1969 prices) 8,504 6,095 5,643 
Fixed Investments 3,886 3,256 3,262 
Agricultural Production 3,311 1,887 2,126 
Energy Imports 1,042 1,177 Lek?? 
Energy Imports as percentage 

of current consumption 83% 85% 87% 
Industrial production index 

(1969=100) 177 178 
Value phosphate rock 

exports 574 
Value phosphate 

derivative exports 
End of year GOM Cost of 

Living Index 
Rate of Inflation 


GOVERNMENT, FINANCE 
Consolidated ordinary 
revenue 3,972 
Ordinary expenditures 4,254 
of which Debt Service 658 
Investments expenditures 2,218 
Overall Deficit -1,632 
of which externally 
financed 1,286 
Money supply 6,662 


BALANCE OF PAYMENTS 
Net gold/exchange 
reserves 403 
Balance of payments -31 
Current Account -1,471 
Balance of Trade -1,881 
Exports FOB 2,538 
Imports CIF 4,419 
Net transfer payments 1,467 
of which workers' 1,108 
remittances 
Net capital movements 1,214 
of which public sector 1,331 
loans 
Outstanding external debt 7,000 
Debt service as a 
percentage of exports 
and transfer payments 27% 





CURRENT ECONOMIC SITUATION AND TRENDS 


THE SETTING IN THE SPRING OF 1983: 


Preliminary indications on the performance of the Moroccan 
economy in 1982 suggest that it was a year of very mixed re- 
sults. Coming after a decrease of 1.3 percent in the Gross 
Domestic Product in 1981, a sharp rebound of 6.8 percent in GDP 
growth was a welcomed recovery. Unfortunately, the growth in 
the economy was in part responsible for further deterioration 
in the trade and current accounts causing Morocco's already 
heavy external debt to increase even further. The budgetary 
deficit, while slightly less than in 1981, remained unaccept- 
ably high. The problems of 1982, many of which continue to 
weigh heavily on Morocco in 1983, are symptomatic of the 
period. Morocco's primary exports, phosphate and phosphate 
products, confront a highly depressed world market. The depre- 
ciation of the dirham vis-a-vis the dollar has meant rising 
dirham costs for dollar denominated imports, such as crude oil, 
sulfur for Morocco's phosacid production, and grain. Recession 
has meant foreign markets have been harder to penetrate and 
potential foreign investor have held back. A positive element 
has been declining interest rates since mid-1982. 


The large accumulation of foreign debt over the past five years 
and consequent rising debt service, combined with a deep struc- 
tural imbalance in Morocco's trade account, forced the Moroccan 
Government in early March to limit imports temporarily by re- 
quiring import authorization for products which previously en- 
tered the country freely. At the end of March, the government 
eliminated the license requirement for spare parts and pharma- 
ceutical raw materials. Industrial raw materials and addition- 
al spare parts were allowed importation without license in 
early May. GOM policy makers have understood that Morocco's 
deteriorating external financial situation is unsustainable. 
We believe non-essential imports will be sharply cut back to 
reduce the trade deficit. Further negotiations with the Inter- 
national Monetary Fund for a new "stand-by" are expected, but 
the shape of the program upon which the GOM and the IMF will be 
able to agree is not yet clear. Although the War in the Sahara 
has not been resolved, there has been no serious military con- 
frontation with the Polisario in over a year, due in large part 
to the completion by Morocco of a 600 kilometer sand and dirt 
wall. An encouraging recent development was the meeting be- 
tween King Hassan II and Algerian President Chadli Benjedid at 
the Moroccan-Algerian frontier on February 26. This meeting 
holds out possibliities for the development of trade and eco- 





nomic cooperation between the two countries. As there is con- 
siderable similarity, in the two economies, normalization 

in relations is a great hope for the future. Growing indica- 
tions that there are major reserves of natural gas in the 
Essaouira Basin also provide grounds for optimism despite the 
difficult domestic and international economic environment. 


External Accounts 


Morocco's trade and current account deficits continued to rise 
in 1982 with imports increasing by 15.5 percent while exports 
only increased 3.6 percent. The trade deficit was DH 13.55 
billion ($2.3 billion), and coverage of imports by exports fell 
to 47.9 percent from 54.1 percent the previous year. The im- 
port pattern reflected a more buoyant Moroccan economy in 1982 
and a relatively good grain crop. Imports of food products, 
including beverages and tobacco, fell by over 20 percent in 
value. The value of energy imports increased 10.5 percent re- 
flecting the rise in the value of the dollar. The largest in- 
creases occurred in the importation of manufactured products, 
up 38 percent and capital equipment, up 56.4 percent. In a 
sense, Morocco was a victim of efforts to increase productive 
capacity, which indicates the precariousness of Morocco's for- 
eign trade situation in the short term. In bad agricultural 
years Morocco further increases its imports of grain. Good 
harvests stimulate the economy and encourage investments lead- 
ing to greater need or desire for imported capital equipment, 
industrial raw materials, semi-finished products, and consumer 


goods. It is clear that Morocco must develop its exports if it 
hopes to be able to pay for necessary imports. 


The dismal performance on the export side can be blamed almost 
entirely on the sharp drop in exports of phosphate rock. 
During the first eleven months of 1982, tonnage fell by 13.4 
percent and value by 17.8 percent. Fortunately, earnings from 
exports of phosphoric acid and fertilizer increased. Taking 
the phosphate sector in its entirety, which during the first 1l 
months of 1982 represented 44.2 percent of total Moroccan ex- 
ports, earnings dropped by 5.4 percent when compared to the 
Same period in 1981. During the first 11 months, exports other 
than phosphates and derivatives increased by 8.7 percent over 
the same period in 1981. Major improvements were registered in 
citrus, up 15 percent; shrimp and oysters, up 25 percent; fish 
up 10.7 percent; but canned fish was off 16.4 percent and fresh 
tomatoes down 14.4 percent. Exports of consumer goods showed 
an increase of 22.8 percent during the first 11 months with 
garments up 31.3 percent, footwear up 63.6 percent and woven 





goods up 25.6 percent. The sale of rugs was off by 5.7 per- 
cent. The sharp increase in the sale of garments was due in 
part to the enhanced competitive position of Moroccan products 


in the _ European market vis-a-vis Asian products, which were 
priced in dollar terms. 


The current account deficit in 1982 increased from DH 9.6 bil- 
lion to DH 11.7 billion, an increase of 21.5 percent. The con- 
tinuing deterioration of the Moroccan current account can be 
seen in the progression of the deficit over the past three 
years: 1980 (DH 5.6 billion); 1981 (DH 9.6 billion); 1982 (DH 
11.7 billion). According to preliminary figures, workers' re- 
mittances in 1982 were DH 5.1 billion (down 2.5 percent), while 
tourist revenues, another crucial item in the current account, 
increased from DH 1.7 billion to DH 1.9 billion, up 12.6 per- 
cent. 


The deterioration in Morocco's current account has been mir- 
rored by a sharp rise in outstanding foreign debt. According 
to our estimates, the debt in dollar terms rose from 7 billion 
in 1980 to 9 billion in 1982, an increase of 29 percent. In 
dirham terms the increase was over 100 percent. It should be 
noted that between 1980 and 1982 the dirham depreciated almost 
60 percent relative to the dollar. The consequence of the cur- 
rent account deficits and slide of the dirham can also be seen 
in the increase in net public sector borrowing which rose from 
§ billion dirham in 1980 to 10 billion dirham in 1982. The 
rise in foreign indebtedness has increased debt service re- 
quirements and the debt service ratio in 1982 is estimated at 
36 percent of exports and transfer payments compared to 27 per- 
cent two years earlier. A positive element was that the mas- 
Sive amounts of financing needed to cover the current account 
deficit and debt service was forthcoming from a variety of 
sources, most importantly Saudi Arabia, the IMF, the World 
Bank, France, the United States, and Japan. 


The Internal Situation 


The rise in Gross Domestic Product of 6.8 percent was led by 
agricultural growth of 30 percent while growth in other sectors 
was far more modest. Industrial production was flat, commerce 
rose by 2 percent construction by 4 percent and public admini- 
stration by 14 percent. With a more buoyant economy, Moroccan 
investors regained some confidence and projects approved by the 
Government increased by 42 percent in value over those approved 
the previous year. According to our information, in 1982 the 
Moroccan private and semi-public sectors invested DH 1.5 bil- 





lion (+69 percent), the public sector DH 500 million (+22 per- 
cent), and foreign investors DH 210 million (+10 percent). 
Over half the industrial investment was in the chemical and 
para-chemical sector, due largely to the Office Cherifien des 
Phosphates (OCP) continuing heavy investment in phosacid plants. 


Another positive element in 1982 was the drop in the rate of 
inflation to 10.5 percent from 13.2 percent the previous year. 
Public finance, however, continued to remain a_ serious 
problem. For the third successive year the Moroccan Government 
ran a deficit in its operational budget, although at DH 1.4 
billion the deficit was an improvement over the DH 2.3 billion 
deficit of 1981. Investment expenditures rose 15.6 percent to 
DH 10.8 billion and were largely financed by foreign or domes- 
tic loans and credits. At the time of this report the Moroccan 
economic policymakers and particularly the Ministry of Finance 
are in the process of cutting back the 1983 budget in order to 
bring it more in line with anticipated revenues. The fall in 
phosphate prices meant that in 1982 the OCP could not make its 
normal heavy financial contribution to the Moroccan budget. No 
budget contribution is expected from the OCP again this year. 


1983 and Beyond 


It is hard to project the performance of the Moroccan economy 
in 1983 because the Government has not yet revealed the poli- 
cies being fashioned. It is likely that growth will be traded 
off for an austerity program designed to reduce the internal 
and external disequilibria. GOM policy makers understand that 
current account deficits at 1981 and 1982 levels are unsustain- 
able. We expect that imports of non-essential products will be 
granted import licenses with all deliberate slowness. Govern- 
ment spending will be subject to more discipline than has been 
previously the case. 


In the light of expected new policies of stringency and con- 
straint, the following elements will be at play. On the nega- 
tive side, there will be a weak world market for phosphates, a 
feeble French economy whose tourists will be discouraged from 
visiting Morocco, a weakening dirham and importantly, a less 
generous Saudi Arabia with its precipitous drop in oil revenues. 


Fortunately, several variables may go Morocco's way in 1983. 
Tnere should be a close-to-average grain crop, although the 
southern part of the country is experiencing an ongoing 
drought. By the summer there should be confirmation of a major 
exploitable natural gas reserve in the Essaouira Basin. Lower 





interest rates will tend to reduce Morocco's debt repayment 
burden. The IMF and World Bank should be forthcoming with con- 
siderable financial support. A more export-aggressive private 
sector is also beginning to reveal itself. An already-promul- 
gated Industrial Investment Code and new Tourism and Maritime 
Investment Codes to be promulgated in 1983 should attract in- 
creased domestic and foreign investment since Morocco has a 
relatively low cost work force and preferential access to the 
EEC market for manufactured goods. 


The long run prospects for Morocco have been considered very 
favorable. Its agriculture now falls short of its real poten- 
tial. Morocco is profiting very little from its vast fishery 
resources. Morocco possesses 65-70 percent of the world's 
phosphate reserves which, when paired with its rapidly increas- 
ing phosacid production capacity, should permit it to dominate 
the world phosphate market in the 1990s. The hoped-for devel- 
opment of its natural gas should significantly lower its de- 
pendence on imported crude oil which now supplies 85 percent of 
the country's energy needs. 


IMPLICATIONS FOR THE UNITED STATES 


Although the next few years will be difficult ones, there are a 
variety of factors that should lead to substantially increased 
economic interaction between the United States and Morocco. A 
first observation is that the current position of the United 
States in trade with, and investment in, Morocco, is so low 
that there is much room for improvement. In 1982 the U.S. 
ranked fourth among Morocco's suppliers with its imports only 
representing six percent of total imports. The value of U.S. 
exports was $258.1 million, of which approximately $114 million 
was wheat. France accounted for 24.7 percent of Morocco's im- 
ports and French sales to Morocco were $1.070 billion. The 
total value of U.S. investment in Morocco in 1982 was only $60 
million. This is rather small for a country the size of 
Morocco and for a country which has a policy of encouraging 
foreign investment and private sector initiative. A new In- 
dustrial Investment Code providing increased investment incen- 
tives will attract greater amounts of foreign capital. This is 
consistent with a growing tendency in Morocco to look to the 
United States for economic, political and military support. 


Many reasons for the low level of economic interaction remain, 
however. The long standing Moroccan propensity for European 
and particularly French goods, more favorable financial terms 
offered by third-country governments in support of their firms' 





sales, language problems, dollar appreciation, and higher 
transport costs all work against the American trader. U.S. 
business has begun to penetrate the market, however. American 
firms increasingly are recognizing Morocco's potential and 
Moroccan importers have become familiar with many types of U.S. 
products. To further this acquaintance the Embassy and Consu- 
late General in Casablanca have received a Hospital/ Medical 
Equipment Mission and a Water Resources Trade Mission. In Jan- 
uary, 1983 a two-day Ocean Fisheries Symposium was held in 
Rabat followed by field trips to Casablanca, Safi and Agadir, 
Morocco's major fishing ports. Thirty U.S. companies partici- 
pated in the Symposium; one joint venture has been signed and 
several more are under negotiation. The second meeting of the 
U.S.-Morocco Joint Committee on Economic Relations was held in 
Washington on April 12-13, 1983. Major items on the agenda for 
the remainder of 1983 are a Moroccan mission to the United 
States in 1983 to look for joint venture partners in agribusi- 
ness and a study of possibilities in Morocco for electronics 
manufacturing. These are two areas where there could be a 
Significant increase in the sales of U.S. equipment if invest- 
ments are forthcoming. The U.S. Pavilion at the April-May 1983 
International Fair of Casablanca also gave American businessmen 
an opportunity to penetrate the Moroccan market. 


Increased U.S. interaction with the Moroccan economy will be in 
the context of the Five-Year Development Plan (1981-85) which 
calls for GDP growth of 6.5 percent per year and for the crea- 
tion of 900,000 jobs. Development perfomance fell far short of 


the Plan's goals in 1981. Although the GDP grew at 6.8 percent 
in 1982, financial constraints mean that all of the projects 
envisaged in the Plan cannot be financed. Nevertheless, the 
Plan can be looked at as a blueprint, if an imperfect one, for 
the direction of Morocco's development over the next several 
years. 


The six priority sectors are agriculture, fisheries, energy, 
mining, tourism and industry. The Plan calls for steady growth 
in production of grains (where USAID is making a major effort), 
0il seeds and olives, vegetables, citrus and livestock. This 
agricultural development effort should provide additional mar- 
kets for farm machinery of all sorts, equipment for agribusi- 
ness and irrigation system materials. 


With the creation of a 200-mile Exclusive Economic Zone in De- 
cember 1980, and of a new Ministry of Ocean Fisheries in April 
1981, the Moroccan Government is anxious to develop its vast 
and under-exploited fisheries resources. Presently the World 





Bank is undertaking a major study which will cover Morocco's 
needs for new fishing ports and port infrastructure, new and 
upgraded fishing boats, large refrigeration units at major 
fishing ports, cold storage capacity in interior towns, fishing 
boat construction and repair facilities, etc. It is expected 
that the World Bank will finance some of the projects that are 
developed in the study. Investment in this sector will run 
into the hundreds of millions of dollars and France, Spain, 
Portugal, Japan and other countries, as well as the United 
States, are already looking for a piece of the action. The 
January 1983 Fisheries Colloquium was the first step in intro- 
ducing U.S. firms to the market. 


Because of its enormous oil bill, Morocco is making a major 
effort to develop indigenous energy resources. Three major 
U.S. oil companies have signed contracts with ONAREP, the 
Moroccan Hydrocarbons Office, for offshore exploration rights. 
A $50 million World Bank loan has permitted ONAREP to undertake 
on-shore exploration for oil and gas. A new World Bank energy 
exploration loan for $75 million has been signed. Both on and 
off-shore exploration activities spell considerable opportuni- 
ties for subcontractors and suppliers of drilling and related 
oilfield equipment. Of particular interest will be the devel- 
opment of the Essaouira gas field. If it turns out to be as 
large as anticipated, hundreds of millions of dollars of pipe 
and equipment will be required. Technical studies of Morocco's 
oil shale resources and pilot projects are being funded by $50 
million World Bank loan. During the Five- Year Plan period, 
seven large hydroelectric dams are to be built to generate 
energy as well as provide irrigation. The Plan allocates some 
$883 million for the dams. Morocco also expects to build a 
nuclear power station sometime in the 1990's in order to take 
advantage of the uranium to be extracted from phosphoric acid. 
A Moroccan engineer is traveling to the United States in May, 
1983 to make contacts with the USG and nuclear reactor firms. 
An American-made nuclear research reactor is being installed in 
Morocco and may pave the way for other American efforts in the 
nuclear field. 


Tourism is already a major industry. In 1982 over 1,300,000 
tourists came to Morocco. During the Plan there will be a 
major expansion of tourist hotels. Although much of the cost 
will be for construction, there will be a large market for air- 
conditioning, refrigeration, kitchen equipment, etc. 


The Five-Year Plan puts great emphasis on the private sector 
and parastatal organizations which are to finance DH 76.4 bil- 
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lion of total Plan financing of DH 111 billion. The new code 
for the industrial sector, which became effective in January, 
1983, allows for 100 percent foreign participation in most man- 
ufacturing investments. The new code provides additional in- 
centives in the form of tax holidays, customs exonerations, low 
cost loans and subsidized land purchases for eligible invest- 
ments. It is hoped that much new industrial investment will 
concentrate in 25 new industrial zones which are being created 
by the Government as part of an economic decentralization 
effort. The focus in these zones is on small and medium-sized 
businesses and the Moroccan Government will be looking for 
foreign firms to establish there. The Moroccan Parliament has 
passed new investment codes for tourism and the fishing indus- 
try which King Hassan II is expected to sign shortly. 


In addition to the above priority sectors, mining and process- 
ing of minerals remains an area of major interest to the United 
States. The Office Cherifien des Phosphates (OCP) is in the 
process of a DH 25 billion ($4 billion) five-year expansion 
program which calls for increasing its mining capacity from 
20.8 million to 30 million tons by 1985 and for building of 
three new phosacid plants. The current depressed phosphate 
market may slow this down somewhat. Although the French will 
provide OCP with large amounts of mixed credits over the next 
several years, there is still room for American sales. The OCP 
works with U.S. engineering firms and suppliers of mining and 
chemical plant equipment. 


In addition to phosphate mining, American firms selling mining 
equipment may have opportunities as Morocco moves to develop 
its minerals such as copper, cobalt, manganese, lead, barite, 
and other precious and non-precious minerals. The Government's 
coal mining company, Charbonnages du Maroc, is undertaking a 
major expansion program which will provide additional opportu- 
nities for sales of mining equipment. 


Although there will be increased opportunities for sale of U.S. 
products in the coming year when the products are intended for 
industry or projects with economic benefits, the growing exter- 
nal debt has forced Morocco to cut back on imports of consumer 
items. There will be continued restrictions on large capital 
equipment imports not accompanied by concessional supplier cre- 
dits. The financing packages proposed by foreign bidders on 
major capital investment are every bit as important as price 
and technology. Superior equipment, processes and technology 
can win business for U.S. suppliers, but only if they are ac- 
companied by maximally competitive financing and assured after- 
sales servicing. 





11 


WHERE TO GO FOR FURTHER INFORMATION 


Potential U.S. investors can secure a wide range of advice, 
services and financing from U.S. Government entities on any 
aspect of their interests or desired involvement in Morocco. 
The Office of the Near East (ONE) in the Department of Commerce 
has detailed marketing/investment material available. The 
United States Export-Import Bank (EXIMBANK) offers interesting 
export financing and commercial credit guarantees to cover U.S. 
- sourced equipment and services. The Overseas Private Invest- 
ment Corporation (OPIC) provides investors with insurance 
coverage against losses due to war or civil strife, expropria- 
tion/naturalization, and against currency inconvertibility, 
while offering venture capital at attractive rates. In 
Morocco, exporters and potential investors can consult in con- 
fidence with Citibank Maghreb, a Casablanca-based subsidiary of 
Citicorp in New York and the only U.S. bank operating in 
Morocco; Price Waterhouse du Maroc, the only local subsidiary 
of a U.S. chartered accountant firm; as well as the Economic/ 
Commercial Sections of the American Embassy in Rabat and the 
two U.S. Consulates in Morocco, located in Casablanca and 
Tangier. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983~-381-007:516 
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